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~ 
ECONOMIC TRENDS - NOVEMBER 1985 
Belize: Key Economic Indicators 

(Money values in millions of U.S. dollars except where noted) 


Income and Production 1981 1982 1983 1984 


GDP at Factor Cost 
(current prices) 156.5 147.9 154.1 157.4 
Per Capita (dollars) 1055.3 975.9 1000.6 971.0 
GDP at Factor Cost 


(constant 1980 prices) 149.75 148.5 149.6 151.5 
Population 148,300 152,000 154,000 162,000 


Monetary Indicators 

Ml Money Supply 20.9 21.0 22.6 28.5 

M2 Money Supply 61.8 67.7 80.6 85.1 

Interest Rates (Prime) 18.0% 18.0% 12.0% 12.0% 
International Reserves ele Tvs 11.0 11.8 


Public Sector 

Expenditures as % GDP 28.3% 32.3% 31.4% 28.9% 
Revenues as % GDP 27.9% 27.5% 25.1% 29.4% 
External Public Debt Saat 68.6 74.7 69.4 

Debt Service as % Exports 2.0% 6.7% 7.3% 5.3% 


Trade Accounts 

Total Exports (F.0O.B.) 118.9 $3.7 Fixe 94.3 
U.S. Share 60.8% 46.8% 55.0% 57.8% 
Re-exports 44.2 33.9 We. 7 23a 
Total Imports (C.I.F.) 161.9 131.5 112.9 129.2 


U.S.Share 35.4% 33.0% 40.7% 43.6% 
Balance of Trade -37.8 -35.1 -34.9 


Exports: Major Items 

Sugar and Molasses 

Clothing (Offshore Assembly) 
Citrus 

Seafood 

Bananas 

Wood and Wood Products 


Imports: Major Items 
Consumer Goods & 

Building Materials 

Food and Beverages 

Vehicles and Machinery 
Minerals, Fuels, & Lubricants 
Chemicals & Pharmaceuticals 





SUMMARY AND INTRODUCTION 


While continued decline in the sugar industry and pressures on 
the country's international accounts have held down economic 
growth, Belize has since the beginning of 1984 benefitted from an 
upturn in exports, important new foreign investment, and 
additional economic assistance, all of which should help to 
invigorate the country's economy. Statistics in 1984 show that 
for the first time since 1981 exports have increased and that 
real gross domestic product, which had experienced a small 
decline, has rebounded to above the 1981 level. Export growth 
has been greatest in garments and citrus: and the advances made 
in these two products have more than offset the continued drop in 
export earnings from sugar, which has been the mainstay of the 
Belizean economy since the 1950's. The depressed state of the 
sugar industry was underlined earlier this year by the closure of 
one of the country's two sugar mills. 


Principal areas of new foreign investment during the past year 
and a half have been citrus production, shrimp farming, and 
tourism. The 1985 announcement in October, of plans by Coca-Cola 
Foods for large-scale citrus cultivation presages the largest 
single foreign investment ever made in the country. The 
Caribbean Basin Initiative, providing duty-free access to the 
U.S. market for most Belizean products, has helped to stimulate 
the new foreign investment which Belize has received as well as 
the recent growth in citrus and other exports. Belize's well- 
established policy of encouraging foreign investment has also 
been an important factor in attracting capital for these new 
ventures. 


Foreign economic assistance has also played a key role in 
creating a more positive climate for economic growth. 
Development assistance from the United States, United Kingdom, 
Canada, and multilateral lending agencies is directed toward 
exploiting and diversifying the country's agricultural resources 
as well as improving its infrastructure. Foreign exchange 
resources provided by an IMF standby agreement and by U.S. 
economic support funds have aided the government in addressing 
the country's balance-of-payments problems. Progress has been 
sufficient, so that the government was able to announce in 
September that all international arrears had been eliminated 
through payment or rescheduling. 





MONETARY AND FISCAL POLICY 


The expansion of credit which took place in 1984 slowed in early 
1985 in response to measures taken by the Central Bank. Interest 
rates for term deposits and treasury bills were increased, as was 
the prime lending rate, which rose two points, to 14 percent. 
Cash reserve requirements were raised: and the liquid asset 
ratio, including cash on hand and treasury bill holdings was 
moved upward from 20 to 30 percent. The growth of the money 
supply has been influenced by these measures. In 1984 Ml 
(currency plus demand deposits) rose 26.5 percent, with M2 (Ml 
plus savings and time deposits) growing 5.5 percent. During the 
first half of 1985 the growth rate, on an annual basis, for Ml 
was 13.8 percent and for M2 9.2 percent. 


Slack economic conditions since 1980 have put continuing pressure 
on government revenues. This trend continued in the fiscal year 
that ended March 31, 1985, when recurrent revenues again failed 
to meet budget estimates. Because recurrent expenditures were 
kept down, there was nevertheless a small surplus on the 
recurrent account. However, greater than estimated capital 
expenditures produced an overall deficit estimated at $2 million 
on the combined recurrent and capital accounts. (The latter 
account does not include those capital expenditures for which 
funding comes from international development assistance 
agencies.) 


For the current fiscal year (1985/86), the government projects 
recurrent expenditures of $50.3 million and capital expenditures 
of $11 million. A surplus of $1.4 miilion in the recurrent 
account is anticipated: this will be applied against capital 
expenditures. 


Domestic inflation has been low to moderate. For 1984, the rate 
of increase was 5.6 percent. The consumer price index actually 
decreased 1.38 percent in the November 1984-February 1985 
quarter, then rose in the following 3 months by 2.4 percent 
because of price increases in fuel and food. 


Foreign exchange reserves remained low throughout 1984 and the 
first half of 1985, in part due to depressed returns from sugar, 
the country's principal export. In early 1985, merchants 
reported short delays in obtaining foreign exchange to settle 
bills with overseas creditors. Nevertheless, Belize's exchange 
system remains free of restrictions on payments and transfers for 
current international transactions. 





Additional resources to meet Belize's external financial 
requirements are available under the terms of a standby 
arrangement concluded with the International Monetary Fund In 
December 1984. Projected disbursements under the arrangement 
total approximately $7 million over the 16 months ending March 
31, 1986. Pursuant to the arrangement, the government is taking 
steps to increase revenue, reduce expenditures, and achieve a 
surplus in the operations of public sector enterprises. In the 
first half of 1985, these measures have included increases in the 
stamp duty (from 8 to 10%) and airport departure tax (doubled) as 
well as improved tax collection, including reduction of income 
tax arrears. New restrictions on government hiring have been 
adopted, and the government has made clear that it intends to 
hold the line on salary increases for government employees. 
Through payments and rescheduling, the government eliminated all 
external arrears by September 1985. For its future requirements, 
the government will be looking increasingly to long-term 
(maturity of 12 years or more) loans from multilateral and 
bilateral agencies, such as the $13 million in Economic Support 
Funds (ESF), being made available by the U.S. Agency for 


International Development over 18 months beginning in February 
1985. 


FOREIGN ASSISTANCE 


Belize receives development assistance from several sources: the 
U.S. Agency for International Development (AID), the United 


Kingdom, the Canadian International Development Agency (CIDA), 


the European Community (EC), World Bank, and the Caribbean 
Development Bank (CDB). 


Agricultural development absorbs a large share of U.S. AID 
funding. A $3.3 million livestock project is helping stockmen 
achieve more efficient production and expand market outlets. 
Thanks in part to technical assistance provided under this 
project, Belize abattoir has recently been certified to export 
beef to the U.S. market; the project will also support the 
establishment of a dairy at San Ignacio in the western part of 
the country. A $6 million rural roads and bridges project is 
constructing and rehabilitating farm to market roads throughout 
the country, with 94 miles already completed. An agreement has 
been signed in agricultural diversification and the marketing of 
non-traditional crops; this would offer a means of finding 
alternative sources of employment and export earning to make up 
for the decline of the sugar industry. In addition, AID has made 
$5 million available for medium and long-term loans for 
agricultural, agro-industry, and export projects: and efforts are 
underway in cooperation with the Belize Chamber of Commerce to 
speed up utilization of these funds. 





World Bank and British aid monies are also being used to improve 
the country's highway network. Another major activity, underway 
since 1978 and scheduled for completion in late 1987, is the 
Canadian International Development Agency project to provide a 
complete water and sewage system for Belize City. Canada is 
providing Canadian dollars 16 million in loan funds for this 
project--or a total Canadian contribution of about $34 million. 
In July, the United Kingdom entered into a new agreement to 
provide 7.5 million pounds (approximately $10.5 million) in aid 
to Belize in the form of an interest-free loan repayable over 15 
years with a 5-year grace period. Among the projects that may be 
financed with this assistance is a new terminal building at the 
Belize International Airport. 


Belize has drawn on foreign assistance not only to fund 
development projects but also for balance of payments support. 

As described in the preceding section, both the IMF and U.S. AID 
have provided funds to meet balance of payments needs. 


ECONOMIC DEVELOPMENT PROSPECTS 


Agriculture/agribusiness and tourism offer the brightest 
prospects for the economic development of Belize. Belize has a 
large land mass relative to its estimated population of 162,000 
persons. Much of the unused land is arable and increasingly 
accessible. Agricultural products have been the largest 
component of Belize's total exports in recent years. Sugar 
remains the single most important agricultural export, but 


its future appears bleak. Sugar prices have remained at 
money-losing lows for a lengthy period, and the profitable 
preferential quota to the United States market has been reduced. 


Other agricultural products show more promise. Citrus export 
earnings were up sharply in 1984. One preliminary estimate of 
1984 trade shows the value of citrus concentrate exports from 
Belize amounting to $9.8 million, up from $6.8 million in 1983. 
Citrus concentrate exports have continued to fare well im 1985. 
U.S. Department of Commerce figures show U.S. imports of Belizean 
fruit juices up $2.4 million for the first quarter of 1985 
compared to the first quarter of 1984. This reflects in part a 
shift in export destinations away from CARICOM to more profitable 
markets in the United States, taking advantage of duty-free entry 
provided by the Caribbean Basin Initiative. The citrus industry 
Currently has about 12,000 acres in production. 





The Coca-Cola Foods Division of Houston- Texas and the Government 
of Belize jointly announced in October 1985 Coca-Cola's purchase 
of 50,000 acres in north central Belize. Coca-Cola plans to 
establish 25,000 acres or orange groves there over the next 5 to 
7 years. Coca-Cola officials noted frost-free conditions and 
political stability among the factors that attracted their 
investment dollars to Belize. Belizean citrus production should 
climb substantially even before the Coca-Cola groves are 
established as a result of smaller citrus investments made by 
Belizean, American and European investors in recent years. 


Significant steps have been taken to expand and upgrade beef 
production and to provide export markets for Belizean beef. In 
April 1985, the slaughterhouse near Belize City operated by 
Belize Meats Limited received U. S. Department of Agriculture 
(USDA) certification. Belizean beef may now be exported to the 
United States as well as to Caribbean nations that require USDA 
certification of their meat imports, and the first shipment to 
the United States since 1981 took place in June. The U.S. AID 
livestock project (described in the preceding section) is helping 
to increase production, improve pastures, and develop 
meat-processing skills. 


Fresh fruit and vegetables also offer opportunities for 
investment and export. One American-financed packing house began 
shipping cucumbers and other produce to the United States in 
early 1985. Another American group has purchased a large estate 
near the coast south of Belize City, with the objective of moving 
into production during the 1985-86 growing season. Other 
investor groups as well as cane farmers seeking to diversify are 
also interested in fruit and vegetable production. For success 
in this area, it will be important that Belizean producers 
develop contacts with marketing organizations in the United 
States. The agricultural diversification project being developed 
by AID in cooperation with the Belizean Government will provide 
assistance in cultivation techniques as well as marketing 
procedures. 


The Hershey Foods Corporation of Pennsylvania offers a guaranteed 
market for all cacao produced in Belize. A local subsidiary, 
Hummingbird Hershey, operates a large research station south of 
Belmopan where irrigation, fertilization, and jungle-clearing 
techniques are scientifically tested. In cooperation with the 
Government of Belize, the Peace Corps, and U.S. AID, Hershey is 
applying these research results to increase and improve cacao 
cultivation in Belize. If these efforts are successful, the 
second half of this decade should see a substantial growth in 
cacao production and export 





earnings. Those planting cacao include large growers (both 
established Belizean growers and farmer-investors from the United 
States) and small farmers, many of whom have previously practiced 
slash-and-burn agriculture. Another promising activity is 
mariculture. Two shrimp farms moved into limited commercial 
production in 1985, and a third broke ground at the end of May. 
Additional investors are considering shrimp farming or tropical 
fish-breeding ventures in Belize. 


Tourism as a means of stimulating development and increasing 
foreign exchange earnings has received increased emphasis under 
the new government. Belize's attractions include the world's 
second longest barrier reef, many Mayan ruins, and unusual and 
varied wildlife. Both the government and the tourist industry 
are stepping up promotional activities. Government and local 
hoteliers have brought in a number of journalists, photographers, 
and moviemakers this year to publicize this little-known country. 
A-national tourism awareness week is planned for late 1985. 
Government welcomes foreign investment in tourism. 


Travellers to Belize have new options on air service to Belize. 
A U.S. flag carrier, Challenge International Airlines, began 
service between Miami and Belize in the Spring of 1985, and TACA 
Airlines inaugurated flights using wide-bodied jets (Boeing 
767's) in Cctober. 


Assembly operations also offer development opportunities. 
American and Far Eastern groups alike have visited Belize in 


recent months to investigate establishing garment, electronic 
component or other assembly-type operations. Williamson 
Industries of Texas has successfully operated a garment assembly 
operation in Belize since the 1960's, delivering finished 
products to the American market overland through Mexico. While 
garment and textile products do not enjoy duty-free access to the 
United States under the Caribbean Basin Initiative (CBI), other 
products that could be assembled in Belize from parts 
manufactured elsewhere in the world may qualify for duty-free 
treatment if value added in Belize is 35 percent or more, or if 
the end product has been substantially transformed during the 
assembly process. Prospective investors in assembly operations 
must, however, confront Belize's comparatively high electricity 


rates and as yet limited freight connections to American 
markets. 


Investor groups have also expressed interest in recent months in 
making greater use of the nation's timber resources. Several 
have made initial visits to Belize to investigate obtaining 
timber concessions or establishing furniture or plywood 
manufacturing factories in Belize. Timber resources, if 
prudently exploited, are adequate to support ventures of this 
type. 





TRADE AND INVESTMENT 


The United States remains the leading supplier of imports to 
Belize and the largest consumer of Belizean exports. Preliminary 
data for 1984 shows that the United States received nearly 58 
percent of Belizean exports and supplied over 43 percent of 1984 


imports. In both cases, these percentages were larger than 1983 
levels. 


Principal American exports to Belize are consumer goods, 
processed foods, and vehicles. Sugar remained the largest 
Belizean export to the United States, but frozen orange juice 
concentrate and garments showed strong growth in 1984. The 
increase in citrus concentrate stems from enactment of the 
Caribbean Basin Initiative tariff preferences, which have caused 
Belizean producers to shift from Caricom to U.S. markets, and 


also from increased U.S. demand caused by citrus freezes in 
Florida. 


Belizean domestic investment is concentrated in agriculture, 
fishing, construction, and the distributive trades: whereas, 
foreign investment is found principally in the agricultural 
sector, especially in sugar, cacao, and citrus. At the present 
time the largest U.S. investments are in garment assembly, cacao, 
and shrimp farming. A variety of new American investments were 
made in 1984, including a shrimp farm, winter fruit and vegetable 
operations, wicker furniture manufacturing, and a project for the 
removal of pine stumps to be used in producing turpentine and 
related products. Various U.S. companies also carried out 
petroleum exploration in Belize during 1984. This resulted in 
some hydrocarbon shows but no commercially exploitable petroleum 
finds. With Coca-Cola Foods' October 1985 lands purchase 
(discussed above in the section on economic development 
prospects), sizeable U.S. investment in citrus production is in 
prospect. U.S. investment is also prominent in tourism. 


GOVERNMENT POLICY TOWARDS INVESTMENT 


The Government of Belize has taken a number of initiatives to 
encourage foreign investment in Belize. Foreign investors are 
eligible for the same development concessions as are available to 
local investors. These concessions, which are valid for up 


to 15 years, normally include provisions for tax holidays,relief 

from import duties on machinery, equipment and raw materials, and 
guaranteed repatriation of capital. Further, these concessions provide 
for the carrying forward of net losses incurred during the tax holiday for 
set-off against profits chargeable to income tax for up to 5 years after 
expiration of the tax holiday. In granting development concessions, 
preference is given to investment proposals which involve one or more of 
the following features: transfer of technology, financial resources or 
expertise, utilization of local natural resources, generation of foreign 
exchange earnings, and the hiring of local employees. 
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The Belize Export and Investment Promotion Unit has supplanted 
the former Inter-Ministerial Task Force on Investment as the 
centralized source of review for all applications for development 
concessions. The Unit is chaired by the past president of the 
Belize Chamber of Commerce and Industry. He has two private 
sector colleagues on the unit. The Government of Belize is 
represented on the Unit by a deputy minister and the director of 
the Office of Economic Development within the Ministry of Foreign 
Affairs and Economic Development. 


The Government of Belize has formulated a thoroughly defined 
investment policy, published as the Belize Investment Code. Free 
copies are available from the Export and Investment Promotion 
Unit or the Office of Economic Development. The investment code 
identifies those few areas which are not open to foreign private 
investors, such as fishing within the barrier reef, sugar cane 
farming, internal transportaton, restaurants and bars, and 
merchandising. Recent revisions to the investment code allow 
foreign private investment in public utilities for the first 
time. The revised code identifies the following priority areas 
for development and foreign investment: agriculture, tourism, 
forestry, light manufacturing and assembly operation, 
aquaculture, and deep-sea fishing and processing. 


While 100 percent foreign ownership of an enterprise in Belize is 
permitted, whenever possible the government encourages Belizean 
participation, usually in the form of joint ventures. The 
following ownership forms are recognized and permitted: private 


companies, joint ventures, partnerships, sole proprietorships, 
and subsidiaries or branches of foreign companies. 


Belize has no regulations constraining or barring takeovers or 
acquisitions. Reinvestment or repatriation of earnings is 
likewise unfettered. 


Foreigners who wish to purchase more than one-half acre of urban 
land or more than 10 acres of rural land must comply with the 
regulations contained in the Alien Landholding Ordinance of 1973. 
Under the terms of the Ordinance, prospective buyers must first 
file a development plan for the property with the Ministry of 
Natural Resources. The property is then normally granted on a 
leasehold basis for the first 3 years, with the lease being 
covertible to a freehold title if the terms of the development 
plan have been complied with. 


The Export and Investment Promotion Unit and the Government of 
Belize aim to complete the entire development concession process 
within sixty days of submission of a properly documented 


application. In practice, this self-imposed goal has sometimes 
been exceeded. 





DOING BUSINESS IN BELIZE 


Many American businesspersons and investors working in Belize or 
with Belizean customers or partners are comfortable with the 


Belizean legal system, which like the American system is derived 
from the British. 


Belize has several problems not uncommon for developing nations. 
The transportation and energy infrastructure of Belize is 
incomplete. Labor supply and quality can be a problem. Local 
commercial credit can be difficult to obtain, and often then only 


with high collateral requirements, or on a very short-term 
basis. 


Transportation within Belize is gradually improving. Some parts 
of the country remain inaccessible during the rainy season. 
Foreign assistance projects and the Government of Belize are 
gradually upgrading and extending the road network within Belize. 
Ocean freighter service is limited by the shallowness of Belize's 
deep-water ports. The Belize City port can only handle ships of 
16-foot draft or less. Lighters must be used to move cargos to 
larger ships offshore, adding significantly to shipping costs. 
Cargo only flights are infrequent. 


One of the greatest impediments to new foreign investment is the 
high cost of electricity in Belize, particularly for potential 
investors in food processing, light industries and assembly 


operations. Twenty-two cents per kilowatt hour, as much as three 
times the rate in the United States, is a common charge in 
Belize. No national power grid has been established. Private 
generators are common, at least in Belize City, to cope with 
outages. The Government of Belize has approached the World Bank 
about financing to improve the efficiency and reduce the costs of 
power generation and to augment transmission facilities. 
Negotiations with the World Bank on a possible $15 million loan 
are scheduled to start shortly. 


Managerial and special technical skills are in short supply in 
Belize. Unskilled labor shortages can occur in rural areas. 
Retention of skilled personnel in Belize is often difficult due 
to the availability of higher paying comparable positions in 
regional organizations and the lure of the American workplace 
with its substantially higher wage scale. The successful 
operation of an American-owned garment assembly operation for 
more than 20 years shows that the Belizean workforce is capable 
and trainable. The adult Belizean population has a basic 
literacy rate of over 90 percent. 
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The four commercial banks in Belize have traditionally made their 
financing services available in the forms of overdraft facilities 
and short-term trade credits. In 1983, U.S. AID established a $5 
million commercial bank discount fund to encourage medium and 
long-term financing. Loan funds remain available under this 
program to Americans, Belizeans, and firms in which more than 25 
percent of the shares are owned by Belizeans or Americans. 


Only the Central Bank of Belize and authorized commercial banks 
may deal in gold and foreign currencies. In order to pay for 
goods and services procured outside of Belize in a foreign 
Currency, a foreign exchange permit must be obtained from the 
Central Bank. The permission of the Central Bank is also 
required in order to secure a loan from outside Belize ina 
foreign currency. No person, other than an authorized dealer, 
may retain any gold or foreign currency in his or her possession 
without the consent of the Central Bank. 


Because of long-established business relationships between 
Belizeans and firms in the United States, Belizean firms are 
familiar with the business environment of the United States. Air 
links to Houston, New Orleans, and Miami, and regularly scheduled 
sea freight service to Miami, make it advantageous for Belizean 
firms to look first to American sources of supply. 


INVESTMENT OPPORTUNITIES 


Investment opportunities in Belize are most numerous and most 
promising in the area of agriculture. Citrus, beef, winter 
fruits and vegetables, spices, cacao, cut flowers, and tropical 
fruits and juices all may be produced efficiently in Belize. The 
prudent investor considering such a venture in Belize will 
consider access to export markets early in the planning stages of 
that investment. The domestic market is too small to justify or 
Sustain a new large investment for most agricultural products. 
The CBI assures duty-free access to American markets through 1995 
for nearly all commodities that come from Belize. 


Tourism offers great potential for investment in Belize. Diving 


and sailing, Maya ruins, jungle cats and exotic birds all might 
attract new visitors to Belize. 


Aquaculture and mariculture, forest products, and assembly 


Operations also have good potential for further private 
investment in Belize. 
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Suggested contacts for further information on investment 
Opportunities and procedures in Belize are: 


Export and Investment Promotion Unit 
Belize Chamber of Commerce & Industry 
168 North Front Street 

P. O. Box 291 

Belize City, Belize, C.A.; 


Office of Economic Development 


Ministry of Foreign Affairs and Economic Development Unity 
Boulevard 

P. O. Box 42 

Belmopan, Belize, C.A. 


Economic and Commercial Section 
United States Embassy 

Gabourel Lane at Hutson Street 
P. 0. Box 286 

Belize City, Belize, C.A. 

















